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RISING PRICES: THEIR CAUSES, CONSE- 
QUENCES AND REMEDIES. 

BY PROFESSOR ALBERT S. BOLLES. 



The recent rise in prices, especially of things generally re- 
garded as necessities of living, has stirred the people throughout 
the country more deeply than any similar event since the Eevolu- 
tionary days. Since that time there have been several sudden 
and large advances, as during the Civil War, hut the people did 
not then greatly complain because they saw justifiable causes for 
them. The advances during the last fifteen years in manufac- 
tured products have been the subject of much study and often 
unfavorable criticism, yet these have not evoked anything like the 
temper now raging over the recent advances in meat, butter, eggs, 
vegetables and other necessities of living. 

The rise is the result, doubtless, of many causes operating in a 
varied manner. While there has been a rise in prices abroad dur- 
ing the last fifteen years, it has not shown much relationship 
with advances in the United States. The foreign rise has not 
been so great and the variations have been more frequent. From 
this fact may be drawn two inferences: first, that the cause or 
causes affecting American prices have been local. For, if general 
causes had been at work in England, Germany and other countries 
as well as here, advances would have been more uniform in time 
and amount. The recent advance in living necessities, especially, 
has been paralleled by no corresponding advance in other coun- 
tries; in truth, by no general advance whatever; hence the con- 
clusion that a local cause or causes are at work is outside the field 
of doubt or controversy. That other causes also are affecting 
prices will not be denied. Secondly, that gold is not the all- 
important price-making factor asserted by some persons. For as 
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the larger gold-supply has enriched every country, it should have 
driven prices upward with some degree of uniformity on all the 
shores of exchange. 

One of the causes affecting prices is the enormous addition to 
the wealth of the producing class, either owned by them or at 
their command. For many years in the history of American 
production the farmer, the cotton-planter, the manufacturer, was 
obliged to part with his product at the earliest moment, because 
he was always in debt and needed money to pay interest, em- 
ployees, for raw material; in short, for all business and house- 
hold expenditures. Always feeling, therefore, the pressure to 
sell, he could not long withhold his product for a better market 
To accumulate goods was both costly and risky; and capital, if 
desired, could not be borrowed for such a venture. For the much 
longer period of our national existence this has been emphatically 
the buyer's market. 

At last, in the fulness of time, a change has come. Farmers 
have paid off their mortgages ; many of them have invested money 
in new enterprises. If farms are still mortgaged, as many of them 
are, the new obligations are incurred for purchasing additional 
lands or for other undertakings. Eeleased from bondage to the 
interest-receiver, with adequate means to pay the cost of raising 
crops and to maintain household expenses, farmers can now hold 
their produce until the highest price is within reach. Or, if 
not having sufficient means to do this, as their prosperity has 
evolved credit, banks will lend to them all the money required. 
Any newspaper reader may learn that many farmers are now 
holding back their wheat, believing the price will be higher. A 
few years ago no one ever read of such a movement; farmers 
sold their grain at the first opportunity. Now elevators every- 
where mark the wheat-growing regions in which farmers can 
store their wheat and get advances, if needed, and thus wait until 
the harvesting of the next crop, or even longer, before parting 
with their wheat. The market, therefore, has become the sellers' 
market, nor is any danger mark within sight to disturb their 
control. 

The cotton-grower this year has the advantage of a short crop ; 
the fact is everywhere known, and he, like the farmer, has taken 
advantage of the situation. A few years ago, if such an event 
had happened, his need of immediate means to pay his debts was 
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so great that he -would have been obliged to sell; the middleman 
or cotton manufacturer would have reaped the profits. To-day, 
he is free from the tyranny of debt, and if, like the farmer, he 
wishes to retain his cotton for a few months or longer he can 
store it and wait. If needing money, he can pledge his cotton 
to a bank. The cotton-market, therefore, is no longer the buyer's; 
the cotton - grower can meet him on even or self -advantageous 
terms. 

The completeness of control possessed by the American Sugar 
Kenning and Standard Oil Companies over their respective prod- 
ucts, no one will question. Whether they are demanding excessive 
profits from consumers is not so clearly known. The price of oil 
is declared by those who profess to know much too high; by 
others, who are as well informed, reasonable. The Sugar Com- 
pany in its last report stated that the cost of raw sugar during 
1909 was four cents per pound and the price of granulated 4.76 
cents, a sum that does not appear to be unreasonable.* On the 
other hand, their report shows a surplus of $25,576,936 after de- 
claring the usual dividend, which seems to be strong proof that 
the business is highly prosperous. 

Passing to the manufacturers of metal, textile and chemical 
products, a similar deduction is within the truth. Not long ago 
most of them possessed inadequate capital and were often de- 
pendent on their commission houses for means to carry on their 
business. In the earlier days the commission house was a most 
important link in the chain of production. It furnished the 
means directly or obtained the means from banking institutions. 
Then goods must be sold to pay advances on them; the risk of 
loss from decline in price or from the ceaseless claim of the 
interest-receiver was too great to justify keeping them hardly 
beyond the demand of the first customer. If he did not soon 
appear, they were put into an auction house and forced on the 
market. Thus the manufacturer's lack of insufficient capital to 

* SUGAR PKICES, 1905-1909. 

Raw 96° 

Year Polariza- Average Refined Average Differ. Average 

tion Granulated 

Cents Cents 

1905 4.278 — 5.256 — .978 — 

1906 3.686 — 4.515 — .829 — 

1907 3.756 3.960 4.649 4.28 .893 .868 

1908 4.073 — 4.957 — .884 — 

1909 4.007 — 4.765 — .758 — 
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pay for stock, for his pay-roll and other essentials, was always 
pressing on him and compelling him to sell, thus giving the 
buyer a distinct advantage. 

To-day, manufacturers of every class have become rich, and, if 
needing money, can borrow directly from banks; the commission 
house is no longer an indispensable wheel in the machinery of 
production. The textile manufacturer deals directly with the 
great department store; the metal manufacturer with the builder, 
railroad company or other consumer; many agents or middlemen 
have been eliminated. Thus possessing all the means required 
to produce and hold their goods, manufacturers are no longer 
placed at a disadvantage in selling them. More often than 
otherwise of late years they have dominated the market, though 
not so perfectly as the producers of living necessities, and never 
will probably for reasons soon to be given. 

In this great change banks are potent factors. They are numer- 
ous and opulent, having nearly $15,000,000,000 deposits. A very 
considerable portion of this vast sum is at the command of pro- 
ducers — as much in truth as they require. Not many years ago 
the banks were fewer and their resources smaller; on the other 
hand, borrowers had poorer credit and their business often was 
precarious. Thus, through their own greatly increased riches 
and those they can easily draw from banks, producers have gained 
a command of the markets once unknown or regarded as ever 
possible by them. The situation has been reversed, and while 
there will doubtless be fluctuations the buyer's best days will 
probably never return. His command of the market, if this 
diagnosis be correct, has been lost forever. 

How effectively wealth can command a market and set aside 
the usual working of the great economic principle of supply and 
demand will appear from one or two illustrations. In 1908 an 
unusually large coffee crop was raised in Brazil. To put this 
large crop on the market meant ruinous competition, general 
bankruptcy. Yet the coffee-growers must have money, for they 
were in debt; and creditors never clamor so loudly as when their 
fears of payment are greatest. The Brazilian Government at 
first sought to extract the coffee-growers from their difficulties 
by lending to them and taking their coffee as security. As the 
undertaking proved to be too great for the Government, the aid 
of American and European bankers was sought, a loan of $75,- 
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000,000 was effected, the coffee was taken as security and has 
been put on the market in quantities and at rates fixed by the 
sellers. So prices through this arrangement have been kept se- 
curely bolstered as if there were no excessive supply. Thus every 
coffee-drinker pays his homage to the potency of capital by pay- 
ing a larger price for his daily beverage. 

A few months ago a large number of individuals determined 
to pay no longer the high price for meat fixed by the great pack- 
ing-houses. The demand for meat in some places fell off fifty 
per cent, or more. Had the old economic principle of supply 
and demand operated, prices would have greatly fallen. What 
has happened every one knows. A slight decline in some places, 
nothing comparable with the cessation in the demand. Perhaps 
if the abstainers are plucky enough, they may bring the packers 
to terms. Thus far they do not show signs of repentance and 
are continuing in their old ways very much as if the meat ab- 
stainer did not exist. In truth, the most noteworthy change in 
their business is an increased export of meats at lower prices 
while making up the deficiency in price by demanding more of 
home consumers. 

Thus we are clearly in sight of some of the reasons for the 
higher prices — the larger capital owned or within the command 
of producers; and in many cases also the larger concentration in 
production. 

Has the tariff raised prices ? In the beginning two objects were 
before the authors of the system : as the cost of producing things 
here would be greater, the tariff was laid 'to enable the producer 
to produce them, notwithstanding the increased cost and neces- 
sarily higher price to the consumer. No one, unless he was dense- 
ly ignorant, ever supposed that prices would be lessened in the 
beginning by increasing the tariff or that they would remain the 
same. The gain to the consumer, it was believed, would eventu- 
ally come in lower prices than would prevail if foreigners con- 
trolled our market. By the invention and application of labor- 
saving machinery and other economies the cost of production has 
been vastly cheapened; and by continuing the restrictive or pro- 
hibitive policy in many cases at such high rates an opportunity 
has been created to demand excessive prices never paralleled in 
the world's history. It is probably true that the last tariff has 
not affected prices in that manner, except the prices of a few 
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things like wines, silk and the like, mostly luxuries. While hav- 
ing a healthy fear of the way of the foreign producer, it never 
occurred to the founders of our protective system that the home 
producer would ever acquire the same way even if he had a chance. 
At last his chance has come, and the evidences of his utilization 
of it to the utmost are one of the most disquieting wonders of 
our day. Truly the trading animal is the same kind of being 
whether living in Great Britain, Germany or America; the only 
change perhaps wrought by time is to increase his keenness of 
scent for trade and his eagerness to enhance profits. 

While the facts in support of this statement are so numerous 
that the dullest can see them, it does not follow that the removal 
of the tariff would reduce prices. That is a very different proposi- 
tion, as will appear from a few illustrations. In 1872 the tariff 
was taken off tea and coffee and millions of revenue were aban- 
doned. For a time there was much rejoicing over the working- 
man's prospective free cup of coffee and tea. What did really 
happen? That year there was a short crop of coffee; the grower, 
therefore, demanded a higher price and obtained it. The importer 
intercepted the rest of the sum formerly demanded as duty and 
the consumer paid the old price. There was, indeed, a slight 
deduction in the price of tea. More recently the tax was taken 
off hides, Congress supposing that the consumer would thereby 
be benefited. Alas ! we all know what has happened. The boot 
and shoe manufacturer says, in defence of his conduct, there is 
a shortage of hides, and that the owner and importer of foreign 
hides have added more than the amount of the tax repealed to 
the price. The reduction or abolition of duties, therefore, does 
not logically or necessarily bring relief. Whether this follows or 
not depends. 

Suppose the tariff of five cents a dozen on eggs were repealed, 
would the consumer get the benefit? Doubtless the unperturbed 
hen would continue her useful labors, but would not transporters, 
the several classes of middlemen, be equally industrious in inter- 
cepting that five cents and dividing the amount between them- 
selves? Suppose the tariff is taken off grain, fruits and other 
necessities of living first. It may be that the price of wheat 
would run more uniformly with the price of Canadian. Would 
not the miller, however, absorb the difference and sell his flour 
at the old price? Suppose the Canadian miller should invade 
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our market, what then ? Or suppose the railroads between the two 
countries should charge a higher rate? Again, if the Canadian 
miller became a serious competitor, would not the American 
miller buy his mills or corral him by a new combination ? Surely 
there is no reason for supposing that Canadians would be actu- 
ated by different or higher motives than actuate American millers. 
Both doubtless will pursue courses most conducive, as they believe, 
to their respective interests. 

Producers with respect to command over the sale of their prod- 
ucts may be divided into two classes, of necessities and of other 
things. As we have seen, the first class more completely control 
the prices of their products than the other class. The consumer 
cannot wait; the producer has acquired the means whereby he 
can. Of course fine theories can be spun of the producer's de- 
pendence on the consumer that he can be brought to the con- 
sumer's level in due time, but such theories are poor things to 
raise against the present producer who is demanding his greatly 
increased prices which the consumer is obliged to pay. Under 
actual conditions these theories are nothing but gossamer fabri- 
cations of whose existence the producer rarely has any knowledge, 
and if he has they do not shut out enough light from his count- 
ing-room to trouble him in making his calculations. 

This reasoning, however, does not apply with equal force to 
the other class of producers, for the needs of their consumers 
are less pressing, in many cases not existing at all. A few months 
ago there was a street-car strike in one of the great cities, con- 
tinuing for nearly a month. A partner in one of the great de- 
partment stores expressed his regret to me over the loss of so 
much trade. " But," I replied, " now that the strike is over, the 
loss will soon be made up." " No," he continued, " because peo- 
ple will get along with what they have," also adding, " Our prin- 
cipal profits are made on what people buy they don't want, not 
what they do." A consumer, therefore, who can wait, whose 
money is desired by the producer quite as much as his product 
is desired by the consumer, can exchange on something like 
fair terms. But when the product desired is a necessity, either 
to maintain life or to fulfil an industrial need, the producer has 
an advantage, and so far as it can be neutralized by withdrawing 
any advantage now granted to him by the Government, this should 
be done. 

vol. oxci. — no. 655. 51 
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Eelief to some extent may come from another source. As the 
income of the masses is limited, one of the immediate conse- 
quences of the sudden and heavy rise in the prices of living neces- 
saries is to leave a much smaller fund for the purchase of things 
less essential. The producers of these are, therefore, directly and 
seriously affected by this change. The production of many a 
textile manufacturer has fallen off because the consumers of his 
products have a smaller purchasing fund than they had a few 
months ago. Producers who are struck by this diminution of 
their customers' funds may join in any feasible movement to re- 
duce the prices of living necessities in order to enhance their 
own gains. 

The most common remedy is to raise other prices. If the work- 
ing-man is obliged to pay more for his flour, meat, eggs and 
the like than he did last year, his remedy, unless he has received 
them in advance, is higher wages. If a fresh demand is made 
by the iron and steel workers and conceded, the iron and steel 
manufacturer in turn demands a higher price for his products, 
and the movement is continued until the industrial cycle is com- 
pleted. What then ? All are where they were at the start. The 
expected relief in most cases has proved a delusion. During the 
last fifteen years the American people have been engaged in this 
circular chase. Some have profited substantially by advances be- 
cause they were larger than others ; many have gained nothing. 

Surely this game of jacking up prices is no remedy save among 
those who have a distinct advantage over others and are able to 
maintain it under varying conditions. From this game has 
sprung a consequence too important to be disregarded, a spirit 
of greed unknown in our earlier history. Perhaps the producer 
who was obliged to sell to the first customer was just as eager 
to secure the largest profits as the producer of to-day. Whatever 
the truth may be, all is changed. To the modern trust must be 
ascribed leadership in this movement. It first began to mark 
prices upward, then others from necessity or because the step 
was more easily taken behind such great leaders, until advances 
in everything have become a marked feature of the time. It is 
true that neither a low price nor a high price is a correct measure 
of a higher civilization; the true goal is the fair relation of the 
prices of everything to each other; to-day, however, we are going 
away from that goal instead of nearing it. There is a hardening 
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of feeling between man and man, a distinct desire to get the 
better of him instead of exchanging on mutually advantageous 
terms, which was the original basis of exchange. Once the seller 
hesitated to raise his price, and when he did his apologies and 
reasons were sincere; now changes are made so frequently that 
the raiser cares but little what the reason may be, or whether he" 
has any at all, except the sole desire to swell his gains. 

Another remedy is by united action. This may assume two 
forms, one for each of the two great classes into which consumers 
are divided. Among manufacturers this idea is developing rapid- 
ly. The iron and steel manufacturer is buying his mines of 
ore, his coal and coke, and supplying as far as possible his own 
modes of transportation, is also enlarging his scope of production, 
and, doubtless, will continue until locomotives, hardware, cutlery 
and most iron and steel products are included. The sugar-refiner 
is purchasing plantations and making raw sugar. The meat- 
packers are buying tanneries and ere long will be making boots 
and shoes. 

The other and greater class of consumers cannot do these 
things, but they can unite with others, buy directly of manu- 
facturers, cut out exchangers and save their profits. In Great 
Britain co-operation has been generally successful; in this coun- 
try a failure. Is there anything in the nature of things to pre- 
vent consumers from forming a great variety of arrangements 
for purchasing from first hands? Suppose they did and were 
successful, they would then come face to face with the producer, 
and how would they fare in dealing with him ? The producer of 
necessaries has an obvious advantage already explained; against 
the producer of non-necessaries the battle can still be waged on 
more even terms. The hard battle of the future, therefore, is with 
the producer of things needed to sustain life and to continue the 
necessary work of production, transportation and exchange. 

Lastly is the moral argument. It may be a long time before 
men will make exchanges on the basis of equivalents. It is no 
less certain that society cannot permanently endure wherever a 
small number possess such a clear and obvious advantage that in 
every exchange they can get the best of the bargain. Wherever 
this has happened the masses have been overcome by despair and 
the foundations of society have opened. It is not in the nature 
of man to remain content and thrive under such conditions ; nor 
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will he thrive here. The mutual advantages arising from the 
division and exchange of labor, which are the foundation of in- 
dustrial development, cannot be set at naught without impairing 
the national life and character. For a long period our protective 
system has been favored, nourished by the belief that ultimately 
the cost of production would diminish and consumers would 
reap the benefit from the costly sacrifices required to grow and 
garner the promised fruitage. At last, belief had changed into 
realization. Through the marvels accomplished, especially by 
lavor-saving inventions and improved modes of transportation, 
the cost of production had been greatly lessened and prices had 
fallen. But suddenly the cheaper products, so long desired, so 
briefly purchased and enjoyed, have been put for a time, per- 
haps for a very long time, beyond the consumer's possession. The 
gain promised to him in the beginning has been withheld without 
reason; everywhere he feels that a colossal trick has been played 
on him, and evil results are appearing with painful clearness — 
disorganization of business, rapid diminution of exports, growing 
unrest and increasing disappointment of the masses. No prophet 
is needed to foretell the outcome that must follow from these 
great changes. If the moral argument does not win, and no 
effective relief is discovered and applied, an industrial, social, 
political storm is inevitable. The deepening eclipse in our com- 
mercial and industrial condition is a sign which only the blindest 
cannot see. 

Albert S. Bolles. 
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